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SUMMARY 
This proposed statement of posit ion (SOP) provides guidance for the optional reporting of 
supplemental current-value information by real estate entities, substantially all of whose assets are 
real estate and substantially all of whose operations consist of real estate activities. 
Supplemental current-value information may be reported in a separate supplemental balance sheet 
or may be presented on the face of the entity's general-purpose, historical-cost balance sheet if 
the information is clearly identified as supplemental information prepared on the basis of current 
value to the entity. 
Current value to the entity, as used in this proposed SOP, refers to the estimated value of a 
reporting entity's assets and liabilities based on the entity's intent and ability to realize asset 
values and settle liabilities. Current value to the entity is based, directly or indirectly, on the 
discounted amount of net cash f lows expected to be realized by the reporting entity. In this 
proposed SOP, current value to the entity refers to the value of specific balance-sheet elements 
— not to the value of the entity as a whole. 
The supplemental current-value information should be accompanied by a disclosure of changes in 
revaluation equity. 
This proposed SOP should be applied to supplemental current-value information reported for fiscal 
years, and interim periods in such fiscal years, beginning after December 15, 1995. Restatement 
of comparative annual financial statements for earlier years is encouraged but not required. 
TABLE OF CONTENTS 
Page 
INTRODUCTION 9 
SCOPE 10 
UNDERLYING PRINCIPLES 10 
EFFECTIVE DATE AND TRANSITION . 1 1 
IMPLEMENTATION GUIDANCE 11 
Determining Current Value to the Entity of Real Estate and Related Assets 11 
Determining Current Value to the Entity of Other Assets .15 
Determining Current Value to the Entity of Liabilities 15 
Disclosure of Changes in Revaluation Equity 17 
Disclosures in the Notes to the Financial Statements 17 
APPENDIX A - ILLUSTRATIVE BALANCE SHEET, STATEMENT OF CHANGES IN 
REVALUATION EQUITY, AND RELATED DISCLOSURES 19 
PROPOSED STATEMENT OF POSITION 
REPORTING BY REAL ESTATE COMPANIES OF 
SUPPLEMENTAL CURRENT-VALUE INFORMATION 
INTRODUCTION 
1. The objective of this statement of position (SOP) is to increase the usefulness of real estate 
companies' financial reports by providing guidance for the optional reporting of supplemental 
current-value information. As noted in Financial Accounting Standards Board (FASB) Statement 
of Financial Accounting Concepts No. 2, Qualitative Characteristics of Accounting Information, 
information must be relevant in order to be useful. The underlying assumption of this SOP is that 
supplemental current-value information is relevant and helpful to users of financial statements. 
2. The Accounting Standards Division issued Guidance for an Experiment on Reporting Current 
Value Information for Real Estate (Experiment) for public comment on December 3 1 , 1 984. 
Responses to Experiment, though l imited, generally indicated approval of the experimental 
reporting concepts. This SOP uses the concepts in Experiment as a foundation, with modifications 
to reflect subsequent developments in practice and to reduce the diversity in methods used to 
report supplemental current-value information. 
3. In December 1 9 9 1 , the FASB issued Statement No. 1 07, Disclosures about Fair Value of 
Financial Instruments. Paragraph 10 of that Statement requires an entity to 
disclose, either in the body of the financial statements or in the accompanying notes, 
the fair value of financial instruments for which it is practicable to estimate that value. 
An entity also shall disclose the method(s) and significant assumptions used to estimate 
the fair value of financial instruments. 
Although no specific guidance is provided for the disclosure of fair-value information about items 
other than financial instruments, paragraph 1 2 states, in part, that the Statement 
does not prohibit an entity from disclosing separately the estimated fair value of any of 
its nonfinancial intangible and tangible assets and nonfinancial liabilities. 
4. Paragraph 2 of the Audit ing Standards Division's July 1 990 Audit ing Interpretat ion, 
"Reporting on Current-Value Financial Statements that Supplement Historical-Cost Financial 
Statements in a General-Use Presentation of Real Estate Entities: Interpretation of SAS No. 62, 
Special Reports" (AICPA, Professional Standards, vol. 1, AU sec. 623), states that the measure-
ment and disclosure criteria used by real estate companies to prepare supplemental current-value 
financial statements should be 
reasonable, and competent persons using the measurement and disclosure criteria . . . 
ordinarily [should] obtain materially similar measurements or disclosures. 
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SCOPE 
5. This SOP provides guidance for the optional reporting of supplemental current-value balance-
sheet information, changes in revaluation equity, and related disclosures by reporting entities, 
substantially all of whose assets are real estate and substantially all of whose operations consist 
of real estate activities. 
6. Examples of entities that should apply this SOP include investors in real estate, merchant 
builders, land developers, and entities with long-term investments in income-producing properties, 
such as shopping centers, office buildings, hotels, and apartment buildings. Such entities should 
follow the provisions of this SOP if they choose to provide supplemental current-value information. 
7. Although this SOP may provide useful reporting guidance, it is not intended to apply to 
entities that are required by generally accepted accounting principles (GAAP) to report on real es-
tate assets at market value in their primary financial statements, such as the separate, accounts 
or funds of insurance companies described in paragraph 53 of FASB Statement No. 6 0 , 
Accounting and Reporting by Insurance Enterprises. 
UNDERLYING PRINCIPLES 
8. Supplemental current-value information, as used in this SOP, is reported at current value to 
the entity. Current value to the entity of assets held for sale is similar to the accounting concept 
of fair value. The current value to the entity of assets to be used in the entity's operations is 
based on the entity's intent and ability to realize asset values through operations. 
9. Supplemental current-value information about a reporting entity's assets and liabilities is 
based on the entity's intent and ability to realize asset values and settle liabilities. Current values 
to the entity are generally derived by applying discount or capitalization rates to expected cash 
flows. The discount or capitalization rates should be consistent with the rates currently required 
by investors and lenders in the financial markets and should not be based on anticipated changes 
in financial market conditions. Current value to the entity is based, directly or indirectly, on the 
discounted amount of net cash f lows expected to be realized by the reporting entity, given its 
assumed method of operating or disposing of its properties and of liquidating its liabilities. 
10. For assets to be used in operations, current value to the entity is not intended to represent 
the l iquidat ion, market, or net realizable value of a company's assets individually or for the 
company as a whole. As discussed in the preceding paragraphs, current value to the entity 
represents management's estimate of the amounts at which assets will be realized through 
operations, given the entity's intent and ability. Current value to the entity is different from the 
concept of fair value, as defined in the accounting literature, and the concept of market value, as 
defined by appraisers. As discussed in paragraphs 1.02 and 1.03 of the AICPA Auditing and 
Accounting Guide Guide for the Use of Real Estate Appraisal Information: 
Fair value is defined in several authoritative accounting pronouncements: FASB 
Statement No. 1 3, Accounting for Leases; FASB Statement No. 1 5, Accounting by 
Debtors for Troubled Debt Restructurings; and FASB Statement No. 67, Accounting for 
Costs and Initial Rental Operations of Real Estate Projects. Although the definitions are 
phrased to fit the circumstances to which the pronouncements refer, fair value is 
generally defined as the amount that can be reasonably expected to be received in a 
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current sale between a wi l l ing buyer and a wi l l ing seller, other than in a forced or 
liquidation sale. . . 
The American Institute of Real Estate Appraisers (AIREA) defines market value as the following: 
The most probable price in terms of money wh ich a property should bring in a 
competitive and open market under all conditions requisite to a fair sale, the buyer and 
seller each acting prudently, knowledgeably, and assuming the price is not affected by 
undue stimulus.1 
1 1 . All real estate in which the entity has an ownership interest should be reported in the sup-
plemental balance sheet. In preparing the supplemental balance sheet, the reporting entity should 
use the same consolidation criteria that are used in preparing the general-purpose historical-cost 
consolidated balance sheet prepared in conformity with GAAP. 
12. Current value to the entity should be measured as of the balance-sheet date, subject to the 
evaluation of subsequent events described in section 560, "Subsequent Events," of Statement on 
Auditing Standards (SAS) No. 1, Codification of Auditing Standards and Procedures (AICPA, 
Professional Standards, vol. 1, AU sec. 560). 
13. In this SOP, current value to the entity refers to the value of specific balance sheet elements 
— not to the value of the entity as a whole. 
EFFECTIVE DATE AND TRANSITION 
14. The provisions of this SOP should be applied to supplemental current-value balance sheets 
for fiscal years, and interim periods in such fiscal years, beginning after December 15, 1995. The 
restatement of comparative annual current-value balance sheets for earlier years is encouraged but 
not required. 
IMPLEMENTATION GUIDANCE 
Determining Current Value to the Entity of Real Estate and Related Assets 
15. The discussion of the real estate appraisal process in paragraph 2.03 of the AlCPA's Guide 
for the Use of Real Estate Appraisal Information states that judgment is needed "to select the most 
reasonable assumptions and appraisal techniques and methods that are based on existing data." 
As discussed in paragraphs 22 to 25 of this SOP, alternative methods may be used by appraisers 
in determining the value of real estate. To obtain sufficient evidence to support a determination 
of current value to the entity, it is sometimes necessary to apply several methods and reconcile 
any differences. 
1
 American Institute of Real Estate Appraisers, and Society of Real Estate Appraisers. Real Estate Appraisal 
Terminology. Compiled and edited by Byrl N. Boyce. Cambridge, Mass.: Ballinger, 1982, page 160. 
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1 6. Current value to the entity of interests in real estate that are accounted for by the reporting 
entity in its historical-cost financial statements using either the cost or equity method also should 
reflect the following: 
• Contractual cash flow preferences, obligations, and disproportionate allocations 
• Restrictions on the sale of the property 
• Arrangements that restrict the reporting entity's ability to influence operations of the prop-
erty or cash distributions 
17. Current value to the entity generally should be based on current development rights and 
entitlements, including zoning and use restrictions on a property. Assumptions about development 
or changes in current entitlements, however, may be considered in determining the current value 
to the entity if those assumptions are based on reasonably objective; factors and would be included 
in the determination of value in a competitive and open market. 
18. The current value to the entity of a property that is expected to be sold or that management 
is unable to hold should be the discounted amount of the sum of (a) the estimated net sales 
proceeds, including costs associated with the sale, such as selling costs and costs resulting from 
any continuing involvement with the property and (b) the estimated net proceeds from operations 
to be received before the property is sold. Unless a forced liquidation sale is likely, reasonable 
time for exposure in the open market should be assumed. 
19. Assets held for current sale should be separately reported on the face of the supplemental 
balance sheet. 
20. If the estimated future cash flows used in determining the current value to the entity of a 
property include the proceeds from an anticipated sale of that property, corresponding selling costs 
also should be assumed to be incurred at the anticipated date of sale. If the reporting entity 
anticipates that certain property held for long-term investment will be used until the end of its life 
(meaning no anticipated sale and zero residual value), the current value to the entity of that 
property should not be reduced by estimated disposal costs. The value is assumed to be realized 
from the operation of the property rather than from its sale. 
2 1 . The current value to the entity of property held for operation may differ from the fair value. 
Items and conditions that would result in such a difference include the following: 
• Leases and management agreements with terms that differ from those currently available 
and that may be terminated on disposition of the property 
• Management's intended use for the property that is not the property's highest and best 
use, and thus prevents realization of the property's fair value 
• Operating costs unique to the reporting ent i ty, such as property taxes subject to 
revaluation, which would change if the property were operated by a new owner 
22. Operating Rental Properties. The following is a summary of the most common methods used 
by appraisers in determining the values of operating rental properties — properties that provide 
short-term or long-term rental income — including commercial and industrial properties, residential 
rental properties, and hotels: 
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• Income methods. The fo l lowing are among the income methods used primarily for 
estimating the value of income-producing properties. 
— Discounted cash flow method — Value is determined by discounting estimated annual 
future net cash f lows from the property, including those associated wi th residual 
values expected on disposition. In determining a property's net cash flows, gross 
cash f l ows are reduced to a l low for direct costs associated w i t h holding and 
operating the property. Discounted cash f low methods are often used for large 
properties with complex leasing arrangements. 
— Direct capitalization method — Current value to the entity is determined by dividing 
stabilized net operating income (the expected level of income after completion of the 
lease-up and start-up periods) by a market capitalization rate, a factor that quantifies 
the relationship between stabilized net operating income and property values. If 
stabilized net income is not expected to be achieved until after the balance-sheet 
date, a reduction in value should be considered for the period before stabilization. 
For example, reductions may be needed for the expected costs required to bring the 
properties to stabilized occupancy levels, to reflect the inherent risk of achieving 
those levels, or both. 
Determination of market capitalization and discount rates requires the availability of 
relevant sales prices and corresponding information on stabilized net operating 
income for a sufficient number of properties with comparable characteristics to the 
property for which a value is being determined. 
• Comparable sales value method. This method is used if recent sales prices are available 
for a sufficient number of properties with characteristics comparable to the property for 
which current value to the entity is being determined. This method is often used to 
corroborate the results obtained by applying an income method. The property's value is 
approximated by adjusting the sales prices of the comparable properties for dissimilarities 
in location, size, quality of improvements, leases, financing terms, and general market 
conditions. 
23. Other methods used by appraisers in support of the current value to the entity of operating 
rental properties include the following. 
• Current cost approach. A current value to the entity is determined by subtracting 
accumulated depreciation from estimated current reproduction or replacement costs. The 
accumulated depreciation used is an estimate of the monetary significance of physical and 
economic deterioration, rather than depreciation determined in conformity with GAAP. 
This method is generally not used as a primary determinant of current value to the entity, 
but it is often used to corroborate the results of other valuation methods. 
• Gross income multiplier approach. A current value to the enti ty is determined by 
multiplying an estimate of the periodic gross income of a property by a gross income 
multiplier — a factor that quantifies the relationship between annual gross revenue and the 
current value to the entity. This method is useful solely for categories of properties with 
stable net-to-gross income operating ratios that are sold wi th sufficient frequency to 
provide a discernible pattern from which the factor may be derived. 
24. Land. The comparable sales value method is commonly used by appraisers in determining 
the current value to the entity of land. Under this approach, the current value to the entity is 
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determined based on the selling prices of comparable properties. In addition, corresponding selling 
costs also should be assumed to be incurred. 
25. The following methods used by appraisers in determining the current value to the entity of 
land are more subjective and should be used only if insufficient information is available to use the 
comparable sales value method. 
• Development method. As described in paragraph 2.08 of the AlCPA's Guide for the Use 
of Real Estate Appraisal Information: 
The ultimate sales value for the property as fully developed to its highest and 
best use is estimated and adjusted as follows: 
— The anticipated development costs, carrying charges, and developer's profit 
are deducted from the ultimate sales value. 
— An estimate of future net cash flow is discounted at a rate to recognize the 
risk and passage of time required to complete the improvements. 
The development method should not be used if there are significant uncertainties about 
project completion, financing, or the ability to lease or sell the property. 
• Allocation method. The current value to the entity of undeveloped land is estimated by 
referring to the selling amount of a comparable piece of improved land and reducing that 
amount for any value attributable to the improvements. 
26. Construction in Progress. The current value to the entity of construction in progress is 
normal ly the sum of (a) the current value to the ent i ty of the land and (b) accumulated 
construction costs. However, the development method described in the preceding paragraph may 
be used by an appraiser to determine the current value to the entity of a project at its current 
stage of completion, with consideration to factors such as the costs of completion, the status of 
sales or leasing activities, the availability of financing, and the additional risks associated with 
incomplete projects. 
27. Leasehold Interests Held for Investment or Sale. The classification of a leasehold interest as 
either a capital lease or an operating lease should be consistent wi th GAAP. A lessee under a 
lease that is classified as a capital lease in conformity with GAAP should report the current values 
to the entity of the real estate leasehold and of the capital lease obligation separately in the 
supplemental balance sheet. The current value to the entity of a capital leasehold interest should 
be determined using the same methods that are used in determining the current value to the entity 
of real estate owned. 
28. A lessee under an operating lease should report the net current value to the entity of the real 
estate leasehold in the supplemental balance sheet. The operating leasehold should be based on 
the difference between the discounted amount of the expected revenues from the operation or 
disposition of the leasehold interest and the discounted amount of rent due under the lease. 
29. If a lease contains an option to purchase the leased property, the current value to the entity 
of the option, as determined in conformity with the following paragraph, should be included in the 
determination of the current value to the entity of the corresponding leasehold. 
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30. Options to Acquire Interests in Real Estate. Options to acquire real estate should be reported 
at the current value to the ent i ty, after taking into account the discounted amounts of any 
payments that would be needed to exercise the options, provided that the options are transferrable 
or the entity intends to exercise them and has the ability to do so. In determining the current 
value to the entity of a real estate option, a reporting entity should consider various factors that 
may limit the option's value, including those considered in determining the current value to the 
entity of interests in real estate entities discussed in paragraph 16 of this SOP. 
3 1 . Management and Service Contracts. The current value to the entity of management and 
service contracts is the discounted amounts of their expected net cash flows and should reflect 
the likelihood of contract termination, the predictability and timing of net cash flows, and pro-
visions in addition to the basic contracts, such as participation features. 
Determining Current Value to the Entity of Other Assets 
32. Cash and Deposits. Differences between historical cost and current value to the entity may 
exist if cash or deposits, such as long-term or restricted deposits, are not liquid and earn interest 
at more or less than market rates. The current value to the entity of such deposits should be the 
amount that could be realized through the sale or the discounted amount of the expected cash 
flows. The discount rate used should recognize the risk and liquidity of the deposits. 
33. Receivable Amounts. The current value to the entity of receivables should be the discounted 
amounts of expected net future cash receipts using interest rates for similar receivable amounts. 
Short-term receivables of one year or less may be reported at their undiscounted amounts. The 
current value to the entity of participations in cash flows should be reported, if estimable. The 
discount rates used should consider collection risk, including an evaluation of the underlying 
collateral. If collection is not reasonably assured, current value to the entity should be based on 
the underlying collateral, less costs to foreclose, hold, and sell. 
34. Goodwill. The cost of acquiring an entity engaged in the real estate business is usually 
allocated to tangible and identifiable intangible assets, thus resulting in little or no goodwil l . 
Because supplemental current-value information is presented for individual balance-sheet items, 
not for the value of the underlying business taken as a whole, goodwil l , including purchased 
goodwill, should not be presented in the supplemental current-value information. 
35. Other. The current value to the entity of other assets, including intangibles, that are 
considered in the valuation of the real estate, should not be reported separately. Examples of such 
assets are deferred financing costs, unamortized leasing commissions, accrued rent receivables 
resulting from a "rent holiday," as described in paragraph 1 of FASB Technical Bulletin No. 85-3, 
Accounting for Operating Leases with Scheduled Rent Increases, and deferred syndication costs. 
The current values to the entity of all other assets that are expected to result in future cash 
inflows or in the avoidance of future cash outflows should be reported in the supplemental balance 
sheet at the discounted amounts of their expected cash flows. 
Determining Current Value to the Entity of Liabilities 
36. The current value to the entity of accounts payable and other l iabil it ies incurred in the 
ordinary course of business should be reported at the discounted amounts of the net future 
disbursements. Short-term payables and other liabilities of one year or less may be reported at 
their undiscounted amounts. 
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37. The reported current value to the entity of debt should be the discounted amount of future 
debt service payments. The discount rate used should reflect changes since the initial borrowing 
in market-wide interest rates for debt instruments of similar duration and risk. The resulting 
reported current value to the entity of debt would normally be equal to the amount reported in 
conformity with FASB Statement No. 107. 
38. Minority interests of others in consolidated real estate assets should be reported separately 
at their current values to the entity and should reflect contractual cash f low preferences, 
obligations, and disproportionate allocations of profits, losses, and residual values. 
39. Deferred credits that will require settlement in cash should be reported at their current value 
to the entity but otherwise should not be reported. 
40. Deferred Income-Tax Liability. The determination of the current value to the entity of a de-
ferred income-tax l iabil i ty should consider all assets and liabilit ies that are reported in the 
supplemental balance sheet, all net operating loss carryforwards, and all other carryforwards. 
Either of the following two methods may be used in determining the deferred income-tax liability 
to be reported as the current value to the entity. 
• Method 1. The deferred income-tax liability is equal to the discounted amount of the 
estimated future tax payments, adjusted for the use of existing net operating loss 
carryforwards or other carryforwards, based on the enacted income tax rates and 
regulations at the balance-sheet date. 
• Method 2. The deferred income-tax liability reported in the supplemental balance sheet 
should be based on enacted rates and regulations at the balance-sheet date (even if not 
in effect at that date). The enacted rate should be multiplied by the difference between 
the current value to the enti ty of total net assets and liabilities and their tax bases, 
adjusted for the use of existing net operating loss carryforwards or other carryforwards. 
This method of determining the anticipated tax liability is conceptually inconsistent with 
the principle of determining the current value of expected sett lement based on the 
discounted amount of estimated future cash flows. Nevertheless, the method has been 
included in this SOP because it is easy to apply as a result of the fact that it reflects the 
effect of an immediate and complete liquidation of the reporting entity's portfolio. 
4 1 . The following guidelines should be followed in computing the current value to the entity of 
a deferred income-tax liability in conformity with Method 1: 
• The cash flows and discount rates used in the calculation should be consistent with those 
used in determining the current values to the entity of the corresponding assets and 
liabilities. For example, future income from management contracts or future corporate 
overhead not included in the determination of current value to the ent i ty should be 
excluded from the calculation of the deferred-tax liability. 
• The calculation should consider future development costs and income attributable to 
projects under development at the balance-sheet date. However, the determination of the 
deferred-tax liability should exclude future costs and revenues relating to (a) planned 
projects that are not under development at the balance-sheet date and (b) projects for 
which construction activities are not scheduled to commence within one year of the 
balance-sheet date. Any differences between the current values to the entity of such 
projects and their tax bases should be reflected in the computation of the deferred-tax 
liability by imputing a sale of the projects at the balance-sheet date at their then-current 
values. 
16 
• Interest expense used in the tax calculation generally should not exceed amounts that 
would be required to finance debt levels outstanding at the balance-sheet date. However, 
to the extent that the valuation of owned land is based on the completion of development 
currently under way, any increase in financing costs associated with such development 
should be reflected in the corresponding tax calculation. Such financing costs should be 
determined using the interest rates and loan-to-value ratios that would prevail for the 
individual projects in the current environment. If a debt refinancing is expected to be 
required during the holding period, the necessary funds should be assumed to be available 
at the interest rate in effect on the balance-sheet date. No increase in debt levels Should 
be assumed. 
• Because each year's estimated-tax liability reflects depreciation of the property, the 
deferred-tax liability calculation should reflect an ultimate sale of the property with the 
resulting depreciation recapture. If assets are expected to be held for more than fifteen 
years after the balance-sheet date, a sale at the end of the f i f teenth year should be 
assumed, and the reported liability should include the discounted amount of the tax that 
would be paid on such a sale. 
Disclosure of Changes in Revaluation Equity 
42. Each supplemental balance sheet should be accompanied by a disclosure of changes in 
revaluation equity that reconciles the revaluation equity at the end of the reporting period with the 
revaluation equity at the beginning of the reporting period. Such disclosure is not required for the 
first reporting period in which a supplemental balance sheet is issued. Revaluation equity is the 
difference between (a) the net current value to the entity of assets and liabilities and (b) the 
corresponding net carrying amount determined in conformity w i th GAAP. The fo l lowing 
information should be shown in a statement of changes in revaluation equity or disclosed 
separately in a note to the supplemental balance sheet: 
• The revaluation equity at the beginning of the reporting period attributable to assets 
disposed of during the period 
• The revaluation equity at the beginning of the reporting period attributable to liabilities 
extinguished, including mortgage payments, during the period 
• The revaluation equity attributable to properties developed or acquired during the period 
• The change in revaluation equity attributable to properties held during the entire period 
• The change in revaluation equity attributable to other assets or liabilities 
• The change in revaluation equity attributable to the deferred income-tax liability 
Disclosures in the Notes to the Financial Statements 
43. The significant assumptions made and methods used in determining amounts reported in the 
supplemental balance sheet should be disclosed in a note to the supplemental balance sheet. Such 
disclosures should include the nature of the reporting ent i ty 's properties, the status of the 
construction in progress, valuation bases used for each classification of assets and liabilities, and 
sources of valuation. Consideration should be given to the disclosures, if they are significant, of 
assumptions such as revenue and expense growth assumptions, capitalization rates, discount 
rates, prevailing debt terms, occupancy rates, lease-up (or re-lease) assumptions, and estimated 
sales. The footnote should describe the methods and assumptions used to compute the current 
value to the entity of a deferred-tax liability, described in paragraph 40 of this SOP. An illustrative 
example of recommended disclosures is included in appendix A of this SOP. 
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APPENDIX A 
ILLUSTRATIVE BALANCE SHEET, STATEMENT OF CHANGES IN 
REVALUATION EQUITY, AND RELATED DISCLOSURES 
The following is an illustrative format for use in preparing a balance sheet, a statement of changes in 
revaluation equity, and related footnotes of current value to the entity, as described in this SOP. 
Assets 
Operating properties 
Accumulated depreciation 
Net operating properties 
Construction in progress 
Land held for development 
Investment in ventures 
Options to acquire property 
Operating leases 
Management contracts 
Deferred leasing costs 
Deferred debt costs 
Deferred rent receivable 
Goodwill 
Accounts receivable 
Cash 
Total assets 
Liabilities 
Borrowings 
Payables and accruals 
Deferred income 
Minority interest 
Deferred income tax 
Total liabilities 
Equity 
Capital 
Retained earnings 
Revaluation equity 
Total equity 
Total liabilities and equity 
REAL ESTATE CO., INC. 
Balance Sheet 
December 31, 19X3 
Historical-Cost 
Basis 
$65,000 
(10,000) 
$55,000 
-
8,000 
5,000 
200 
-
450 
200 
450 
100 
900 
1,500 
500 
$72,300 
$50,000 
5,000 
100 
300 
4,000 
59,400 
5,000 
7,900 
— 
12,900 
$72,300 
Supplemental 
Current Value 
to the Entity 
$120,000 
-
12,000 
7,500 
700 
800 
1,000 
-
— 
— 
— 
1,500 
500 
$144,000 
$ 51,000 
5,000 
— 
400 
30,000 
86,400 
5,000 
7,900 
44,700 
57,600 
$144,000 
December 31, 19X2 
Historical-Cost 
Basis 
$33,000 
(8,000) 
$25,000 
19,000 
8,000 
5,000 
-
-
500 
100 
550 
50 
1,000 
1,000 
1,000 
$61,200 
$32,000 
5,000 
200 
100 
5,000 
42,300 
5,000 
13,900 
_ 
18,900 
$61,200 
Supplemental 
Current Value 
to the Entity 
$ 81,500 
21,500 
11,000 
8,500 
-
900 
1,000 
— 
— 
— 
— 
1,000 
1,000 
$126,400 
$ 32,000 
5,000 
— 
200 
27,000 
64,200 
5,000 
13,900 
43,300 
62,200 
$126,400 
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The following illustrates the kind of reconciliation that would be included with the preceding 
balance sheet as footnote information or as a separate statement. 
December 31, 19X3 
Revaluation equity at beginning of year 
Revaluation equity attributable to properties sold 
Change in current value to the entity of interests 
in operating properties and ventures in operation 
during entire year 
Change in current value to the entity of operating 
properties opened or acquired during year 
Change in current value to the entity of land held 
for development and in construction-in-progress, 
including effects of transfers to operating properties 
Change in current value to the entity of borrowings 
Change in current value to the entity of deferred taxes 
Net change in current value to the entity of other 
assets and liabilities 
Net increase in revaluation equity for year 
Revaluation equity at end of year 
$43,300 
(2,000) 
6,000 
3,500 
(1,500) 
(1,000) 
(4,000) 
400 
1,400 
$44,700 
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The following illustrates the kind of footnote that would accompany the preceding balance sheet. 
SUPPLEMENTAL BALANCE SHEET 
(a) Supplemental Reporting of Current Value to the Entity 
The current values to the entity of the Company's interests in operating properties, land held for 
development, and certain other assets exceed their cost-basis net book values determined in 
conformity with generally accepted accounting principles (GAAP), and are reported in the 
supplementary balance sheet prepared on the basis of current value to the entity. Management 
believes that the supplemental balance sheets reflect the underlying financial strength of the 
Company. 
The current values to the entity of the interests in operating properties, including minority interests 
in real estate ventures, represent management's estimates of the value to the Company. The 
assets are classified and valued as either long-term investments or assets held for sale as 
determined by management's intent to hold or sell these assets. Consistent with management's 
intent, the current values to the entity of operating properties are estimated based on the amounts 
to be realized through future cash flows generated by the operation of these properties over their 
economic lives. 
The current value balance sheet is not intended to present the current liquidation values of 
individual assets or groups of assets or the liquidation value of the Company or its net assets taken 
as a whole. 
(b) Bases of Valuation 
Operating Properties and Ventures. The current value to the entity of operating properties 
represents the present value to the Company of estimated future net cash flows and residual 
value. The current value to the entity of the Company's minority interests in real estate ventures 
is the present value of the Company's share of net cash flows and the residual value of the 
respective real estate ventures. 
The present values of estimated future net operating cash flows are determined using discount 
rates ranging from [X] percent to [Y] percent and [A] percent to [B] percent for 19X3 and 19X2, 
respectively. Present values of estimated sales proceeds of properties are determined by applying 
the discount rate to estimated future sales price. The estimated time of sale and sale price are 
estimated by management for each property by applying capitalization rates and dates ranging 
from [C] percent to [D] percent and [E] percent to [F] percent for 19X3 and 19X2, respectively, 
and deducting estimated costs of disposition from that amount. The resulting current values to 
the entity impound the considerable differences between properties in terms of quality, age, 
outlook, and risk as well as the prevailing yield requirements of investors for different types of 
income-producing properties. 
Estimating future net cash flows and sale proceeds requires significant assumptions including the 
following: 
[Disclosure as appropriate in text or as a chart] 
Construction in Progress. The current value to the entity of construction in progress is the sum of 
the current value to the entity of the land and accumulated construction costs. 
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Land Held for Development. The current value to the entity of land held for development is the 
present value of estimated future net cash flows under management's intended development and 
sales programs. These programs set forth the proposed timing and cost of all improvements 
necessary to bring the properties to salable condition, the pace and price of sales, and the costs 
to manage the programs and sell the properties. 
Assets Held for Sale. The current value of assets held for current sale, principally operating 
properties, aggregates $[X] and $[Y] in 19X3 and 19X2, respectively. Such properties were 
valued, net of disposition costs, based on appraisals and other indicators of current market 
activity. 
Debt. The current value to the entity of debt and capital lease obligations represents the present 
value of future debt service payments discounted at prevailing interest rates for debt instruments, 
with similar terms and maturities generally approximating [X] percent in 19X3 and [Y] percent in 
19X2. 
Deferred Income Taxes. The current value to the entity of deferred income tax liability is equal 
to the discounted amount of the estimated future tax payments discounted at [X] percent in 19X3 
and [Y] percent in 19X2. The liability reflects assumed future net operating income, consistent 
with the estimated future cash flows used to value properties, but reflects a deemed sale of the 
properties at the end of fifteen years if the planned sale date was later. 
Other Assets and Liabilities. Operating leases, options, and management contracts are reported 
at the current value to the entity based on discounted cash flow analysis. Goodwill has been 
valued at zero, as this represents a value of the Company taken as a whole. Deferred leasing and 
debt costs have been valued at zero, as the value of these historical cost disbursements has been 
reflected in the related asset or liability cash flows. The current value to the entity of all other 
assets and liabilities is considered to approximate the values reflected in the historical cost basis 
balance sheets. 
The application of the foregoing methods for estimating current value to the entity, including the 
potential income-tax payments, represents the best judgment of management based upon its 
evaluation of the current and future economy and investor rates of return at the time such 
estimates were made. Judgments regarding these factors are not subject to precise quantification 
or verification and may change from time to time as economic and market factors, and 
management's evaluation of them, change. 
(c) Revaluation Equity 
The aggregate difference between the current value to the entity and cost basis of the Company's 
assets and liabilities is reported as revaluation equity in the shareholders' equity section of the 
consolidated current value basis balance sheets. The components of revaluation equity are as 
follows: 
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19X3 19X2 
Current value to the entity equity attributable to properties: 
Operating properties and ventures $64,500 $55,000 
Properties held for sale 3,000 5,000 
Land held for development and in construction-in-progress 4,000 5,500 
Total $71,500 $65,500 
Current value to the entity equity of other balance sheet elements: 
Other assets/liabilities 300 (100) 
Debt (1,000) -
Minority interests (100) (100) 
Deferred income taxes (26,000) (22,000) 
Total Other (26,800) (22.200) 
Total revaluation equity $44,700 $43,300 
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